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REF: (A) BRASILIA 581 (NOTAL); (B) STATE 279663; 

(C) STATE 9362; (D) LONDON 492; (E) LONDON 407 (NOTAL); 

(F) LONDON 313 (NOTAL); (G) SAN SALVADOR 207; 

(H) RAFFAELL-O'DONNELL MEMCON, BEING POUCHED 

1. AS OUTLINED IN REFTEL B, THE U.S. HAS SERIOUS POLICY 
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DEXATION. RECENT DEVELOPMENTS WITHIN ICO AND OTHER FORA 
HAVE DEMONSTRATED TO PRODUCERS THAT OTHER INDUSTRIALIZED 
COUNTRIES ESPOUSE THAT POSITION EVEN MORE ENERGETICALLY 
THAN DOES U.S. IN THE DECEMBER, 1974 OECD WORKING PARTY 
PREPARATORY MEETING FOR THE UNCTAD COMMITTEE ON COMMODITIES, 
A CONSENSUS WAS REACHED THAT INDEXATION IS ECONOMICALLY UN- 
SOUND AND UNWORKABLE. CONSEQUENTLY, WE BELIEVE U.S. COULD 
NOT REPEAT NOT REASONABLY BE SINGLED OUT BY BRAZIL OR 
OTHER PRODUCERS AS RESPONSIBLE FOR POSSIBLE BREAK-DOWN OF 
NEGOTIATIONS OVER THIS ISSUE. DISCUSSIONS AT THE ICO 
LONDON MEETINGS BEGINNING IANUARY 6, 1975 HAVE CLEARLY 
PLACED ALL CONSUMERS IN THE SAME CAMP IN OPPOSITION TO IN 
DEXATION. AS INDICATED IN REFTEL D, WHEN NETHERLANDS AND 
SWEDEN MADE STATEMENTS EXPLAINING THEIR POSITION PAPERS ON 

NEGOTIATING A NEW ICA, THEY FLATLY FORECLOSED ALL POSSI- 
BILITIES OF ACCEPTING INDEXATION, THUS MOVING TO THE FRONT 
OF THE OPPOSITION. U.S. TACTIC REMAINS ONE OF AVOIDING 
LEADERSHIP ON THIS ISSUE, AND WE BELIEVE RESPONSE TO 
SILVEIRA MERELY MAINTAINS U.S. POSITION IN THE MIDDLE OF 
THE ANTI-INDEXATION CAMP. 

2. FURTHER DEVELOPMENTS AMONG PRODUCERS APPEAR TO SHOW 
GROWING UNDERSTANDING OF PRACTICAL PROBLEMS IN DESIGNING 
AND IMPLEMENTING INDEXATION. FOR EXAMPLE, IN ITS PROPO- 
SALS FOR A THIRD COFFEE AGREEMENT, OAMCAF (AFRICAN AND 
MALAGASY COFFEE ORGANIZATION), IN CONJUNCTION WITH THE 
INTER-AFRICAN COFFEE ORGANIZATION, RULED OUT ANY AUTOMATIC 
INDEXATION MECHANISM. THE PRESIDENT OF THE SALVADORAN 
COFFEE COMPANY STATED TO EMBOFFS THAT WHILE HE WILL PRESS 
FOR THE PRINCIPLE OF INDEXATION AT THE LONDON ICO MEETINGS, 

HE SEES IT AS AN UNREALISTIC GOAL (REFTEL G). DURING RE- 
CENT VISITS TO WASHINGTON THE SYG OF UNCTAD AND A HIGH 
LEVEL UNCTAD COMMODITY SPECIALIST BOTH EXPRESSED PRIVATE 
VIEWS THAT PRACTICAL FORMULAE FOR GENERAL COMMODITY PRICE 
INDEXATION UNLIKELY TO BE WORKED OUT. 

3. IN SHORT, NEGOTIATING TACTICS RE INDEXATION HAVE 
CHANGED SINCE REFTEL (B) AS CONSUMERS OTHER THAN U.S. 

HAVE TAKEN LEAD IN OPENLY OPPOSING AUTOMATIC INDEXATION. 
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